TREASURY DEPARTMENT 


INTER OFFICE COMMUNICATION 


TO Mre Collado (Attention: Mr. McGuire) 


FROM Mr. White CB 





It is requested that you send the following cable to the American 
Legation, Jidda, Seudi Arabia, from the Treasury Department: 


The Treasury Department has been advised that 
the Arabian American 01] Company has been offered 
500,000 riyals by the Government of Saudi Arabia in 
exchange for the following dollar deposits at the 
Guaranty Trust Company, New York, $106,000 account 
Ford Motor Company, Egypt, and $44,000 account Minister 
of Finance, Kingdom of Saudi Arebia. 





Under the agreement contained in the letter from 
Shaikh Yusuf Yessin, Deputy Minister of Foreign Affairs, 
to the Secretary of the Treasury, dated April 24, 1944, 
all dollars derived from the sale to foreign diplomatic 
missions or to foreign business enterprises of riyals 
minted from lend-lease silver are to be deposited in 
specified accounts at the Federdl Reserve Bank of New 
York. ‘Inasmeoh as the request for silver in the letter 
of April 24, 1944 was based upon a year's requirements 
for riyale to be sold to foreign diplomatic missions and 

* foreign business enterprises in Saudi Arabia, it would 
not appear that dollar transactions such as the one 
above referred to were contemplated, 
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The Treasury Department would appreciate receiving 
eny further information about this proposed transaction 
or others of a similar natures 
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o B Saudi Arabia dateline stating that the Government of 


Saudi Arabia hag decided to take Saudi Arabia off the 
gold standard and to accept foreign currency with the 
view to encouraging Moslems to make the pilgrimagte 
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The despatch adds that the rate of exchange of 13-1/3 
Saudi dollars to one pound (sterling) has been estab= 
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lished. The Sandi Arabia Legation here states that 
it has not received thus far any information on the 
subject but will communicate with the Legation upon 


the receipt thereof, 
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Dated November 15, 1041 
"Reotd 10930 pems,,16th 
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Washington. 
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1774, November 15, 7 pem. 
10 Ff. SISU/# 

My 1655, October 26, 4 psm . 

In reply to an informal inquiry, the Legation 
hes been informed by Wi Saudi Arabian Legation 
here tmt it has received a& message from its Gov~- 
ernment to the effect that Saudi Arabia, with the 
view to facilitating the exchange operations of 
persons making the pilgrimage, had effected a | 
measure fop the duration of the pilgrim season , | 
whereby one Egyptinn pound could be exchanged for 
thirteen ond a half Soudi Arabian dollars, The 


] 
report emphasized the point that the Government had j 
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adopted merely a teaporary measure and that the 
fundament a1 financial poliey of the Gov ernment 
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be bought during 1942. 
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CROSS-REFERENCE FILE 


NOTE 


SUBJECT activities of californie-Arabian Company in Saudi Arabia. 


Informs of difficulty Casoc has had regarding payments. 


For the original paper from which reference is taken 


See _ Telegram #20... 29m. iSite cel ata ie 


(Despatch, telegram, instruction, letter, eto.) 


Saudi-Arabia..(ywoose) 
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2249, December 6, O NEMASTERN AFFAIRG 


FROM LANDIS AND MOSE. 


seraatue Or Stare | 


“We strongly feel that action should be taken on 
proposed currency scheme: for Saudi Arabia, Eastern 
- Bank recently requested permission ree open.a branch 
in Eastern Saudi Arabia, Establishment of British 
Bank might result in increasing 3ritish financial 
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control and assumption of functions which ought to 
be perfowmed by financial situation in which there 
is American participation. Treasury has been 
furnished with background material by its repre- 


sentatives in Cairo," 
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‘PARAPERASE OF TELEGRAM RECEIVED 89°32 


20; —- Beoretary of State, Washington 
FROM: American Legation, Cairo 
DATED: December 6, 1943, 9 p.m. 


FROM LANDIS AND MOOSE, 

It ie our strong feeling that action on proposed 
currency scheme for Saudi Arabia should be taken. 
Recently Eastern Bank requested permission to — a 
branch in the Eastern part of Saudi Arabia. If British 
Bank were established it might result in increasing the 
British financial control and in the assumption of 
functions which should be performed by some financial 
arrangement with American participation. Treasury 
representatives in Cairo have furnished background 
material to the Treasury, 
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; LONDON ( ENGLAND) 


anyone. 
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In a move designed to relieve the financial position of 
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certain Javanese in Saudi Arabia, priorities have been granted 
for shipment to Jidda by air witHnthe next few days of 6000 
“George V sovereigns out of a stock being held in New York for 
the account of the Netherlands Government. Sovereigns will be 
delivered to the Netherlands Chargé d'Affaires at Jidda, who 
will probably turn them over to the Dutch trading company there 
in’ exchange for Saudi riyals needed by the Javanese, It is 
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believed that under certain conditions, depending upon its 
position in the various currencies involved, the trading company 
may then have sovereignesavai lable for sale against dollars or 
other foreign currencies, 
©) Both the American Legation at Jidda and the California~ 
“4 Arabian Standard 011 Company can make good use of sovereigns, 
which when bought with detiax balances and sold for riyals at 
"prevailing rates, provide. the cheapest medium for converting 
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@ollars into riyals. It would therefore help them considerably 

if they were given’ the right of first refusal on any sovereigns a 4 

oftered for anke eeney foreign currencies by the Dutch trading; fb 
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, fate TELEGRAM SENT edcaatee 
Might letter ——$—$ — 
—— Drparhuent of State aIncnan 
letter 
Mone letter - Washington, 
Charge to -2- 
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Phease inform the Netherlands Government immediately that 
the United States Government would appréciate any assistance 
which the Netherlands Chargé a' affaires at Jid4da can provide in 
arranging with the Dutch trading company, the American Minister 
Resident, and officials of American commercial companies, for 
handling ae for the mutual benefit of all concerned, 
Suggest specifically that any of the sovereiazs which may become 
avajlable for sale against foreign currencies by the Dutch 
trading company be offered first to the American Legation, to 


the extent of its needs, and then to American commercial companies, 
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NOTE 


SUBJECT Seudi Arabia-Exchange. 
Planifor converting dollars into riyals. 
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For the original paper from which reference is taken 
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WMespaich, telegram, instruction, letier, etc.) 


Dated feb.2.1944 0 | Saudi Arabia (Moos e) 


File No. 800f,6563/101 sect 


re 








se PREPARING Covi re . TO BE TRANSMITTED 
TELEGRAM SENT FF Scored 
RESTRICTED 


Charge Maparhanes CLEAR 


This 
telowram must be 
closely pir aphrased haere 





ral epee] 





Treasury is working on the plan for c erting 
dollars into riyals, referred to in “a F 22, 
ge 8 p.m; and, it 18 expected that detailed informetion 
: PL with regard thereto will be telegraphed to you within a 
4 few days. 
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This telezram must be 

closely paravhrased bee Dated FPevruar: 22%, 1944 ° 
fore bein’; cormunicated , 

to anyone, (SC) steed 30:56 pat 
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PARAPHRASE OF TELEGRAM RECEIVED 


FROM: § American Legation, Jidda © pA 

TO% « Secretary of State, Washington A/S ie oi 
DATED: February 22, 1944 CCH 
NUMBER: 60 


CONFIDENTIAL 
In reference to my 36 of February 2, it 16 requested 
that you please advise the status of Treasury plan for 


converting dollars into riyale. 


MOOSE 








DEPARTMENT OF STATE 





July 9, 1943 ‘Y% 
a | we 
Mr, Corliss Nik 


In answer to your telephone request today, I shall ie 4 
be glad to. tell you what little I know about the vagarie 

of Arabian currency and exchange, with the suggestion that 
if u want more accurate current information you will 
probably be able to get it from the 011 company offices in 
San Francisco, Mr. W. J. Lenahan, representing that office, 
is in Washington, as I mentioned in an earlier memorandun, 
and I am sure will be glad to secure or furnish from his 
own files any information you need, 


\ 
4 ce if OFFICE OF THE PETROLEUM ADVISER 
aot 


I am admittedly a layman in the field of money and 
exchange and the best I can do is spread out the pieces 
and let you put them together the best way you can. My 
understanding of the situation is about as follows: 
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Officially, since dollars are pegged to sterling, the 
gold sovereign exchange remains alike for those two currencies, 
both of which depreciated markedly since the beginning of 
the war, The sovereign has gone from its value of $8,2397 
(based on gold at $35 an ounce) to around $20, although in 
recent months it has fluctuated from $16.50 about the 
middle of April to $23.50 about the end of May. Mr. Lenahan 
tells me that it was $21.45 on June 24 and that early in 
July it has gone up to about $24, The foregoing dollar 
values are for Saudi Arabia, In India I believe they run 
about $3 less. 


The value of the sovereign has gone up steadily, with 
such fluctuations as have just been noted, since the begin- 
ning of the war, throughout all the Middle East countries, 
You will know why better than I do, I presume it is largely 
due to gold hoarding. In addition to the hoarding tendency, 
of course it is a fact that dollars are practically worth- 
less in those countries except to buy other exchange because 
there is no dollar commodity market open nor any transporta- 
tion to move dollar goods into Arabia. This does not apply 
precisely to sterling, as of course there is a very large 
sterling commodity market available, but shipping difficulties 


apply 
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y equally to sterling and dollar purchases. Moreover, 
Saudi Arabia has a practically unlimited sterling credit 
against which to buy all the commodities they can ship. ‘I 
presume that the combination of these factors plus the 
practice of gold hoarding has pushed the sovereign so high 
in terms of sterling or dollars. 


Looking next at the value of sovereigns in terms of 
Riyal and rupees I can become completely confused in no 
time at all. In the same period that has seen the sovereign 
advance in value from around $16 to around $24, that is dur- 
ing the past three months, it has depreciated in terms of 
Riyal from about 58 to about 38. In as much as the Riyal 
is, officially at least, tied to the rupee which is in turn 
pegged to sterling and dollars, there is clearly something 
at work here beside the operation of normal foreign exchange 
factors. 


The Riyal which are currently in use are those recently 
minted by the British for Saudi Arabia and have the same 
silver content as the old rupee. In addition to the Riyal 
there are also in current use in Saudi Arabia rupees of recent 
mintage which, although officially of the same value as the 
old rupee, are discounted about twenty-five per cent in actual 
use. Just what the silver content of the new rupee is 1 do 
not know but am finding out and shall tell you as socr as I 
know, 


It seems possible that the recent appreciation of the 
Riyal in terms of gold might be due to a combination of 
the following factors: 


1. Shortage of industrial silver throughout the 
Middle East has diverted coins to industry. This 
would result in a shortage of Riyal more noticeably 
than of the new rupees because of the higher silver 
content of the Riyal. 


2. Greatly increased recent expenditures by the Gov-~ 
ernment may have reduced the current supply of Riyal. 


5. Money changers and speculators have increased their 
control over the currency in circulation and pushed 
up the value of the silver coins. (It must be 
recognized that the role of the money changer in a 
bankless country is an important one. 


4, Riyal 
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Riyal, due to their higher silver content, are . 
being hoarded because of their greater intrinsic 
value than the new rupee and the fear that the, 
use of debased silver coin will become more general, 
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FILED IN CONFIDENTIAL FILES 
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CALIFORNIA ARABIAN STANDARD OIL COMPANY 


Sen Francisco, California 
January 1, 1044 


QURRENGY IN SAUDI ARABIA 


MR. GARRY OWEN: 


a, bhaa, on with your letter LWr-4, 

of sien” il we are : ios A i orig of 

our Jeddah letters No. 78 of april 1943 and 

« 102 of July 8; 1943 which contained tabu~ 
lations eovering the year from July 1942 to June 
1945. Your compilation for the period Mareh 1939 
to July 1943 was attached to a previous 2 to 
= eee eae Letter No. 9 of July 

1942 of whieh wes apparently not gl 
to t My office. 


you so desire, we will ig ney Dhahran 
to pdnee 2 | Rg missing information, if you prefer, 
a new ta tion for the antise period 
fren March 1939 to the present time. 


In the meantime vas heve compiled from 
verious eash forecasts, ¢ velue 

of sterling, sovere and arious 
times during the period from September 1939 to 
February 1942, which are shown oa tabulation at- 


Im addition, we have attached various 

other letters, cables and tabulations whieh may be'~ 
ef value in depicting our financial vicissitudes _ 
during the last several years. 4 
fo ] 


Im our attempt to supply you with as con- 
plete information as pessible we may possibly have 
duplicated some information you already have. 


If we cen be of further help in this matter 
kindly edvise us. 


Yours very truly, 
GALIFORNIA ARABIAN STANDARD OIL COMPANY 


By. 





GS 


a - 


vv8i-i/Isig*s068 


Gel4 Pound Sterling “ Rayal 


Sept~-lese * * $4.29 Seme as rupees 
New. * * @ 8.3 bh Sterking 
bes. * $8.35 (Sterling equiv $9.28) 


my * | | $4,025 

July 18,1940 Frozen © $4.025 
Sept. 1940 * © 2.75 & Sterling 

Feb. 2940% 02.65" * 

apr. 1948 * @ 2.60" «© 

duly w x @ 2.65 * ] 


Oct. © * o 8.7" * Jm Hefuf 1 for 1 
4 ee Ee Pia ee Rs 1035 ~ SRLOOO 


Faly-Fume 3943 See your tabulations letters 76 and 102 

50g (atteh #) 

46¢ plus (atten $8) 
38 te soversign 


(42-8 George ase" 
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CROSS-REFERENCE FILE 


NOTE 


SUBJECT Saudi Government desires to purchase bar gold for 
shipment to Arabia or elsewhere. 
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For the original paper from which reference is taken 


See ._Tel.f206 . ss 
(Wespaich, telegram, instruction, letter, etc.) 
From 
Dated July 13.1944 a | Sends i” 
File No. 102.1/7-144 “ ed 
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Dettd July 13, 1944 ' 
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To remedy unfavorable local rate for foreign 



















exchange Saudi Government has suggested firstly 
borrowing foreign exchange for current sale to 
importers at official rate and repaying loan from 
foreign exchange proceeds of 1944 pilgrimege or, 
secondly, permitting exportation of gold from Arabia 
aditional upon undertaking of exporter to import 
counter value in approved merchandise within specified 


754, SL 
a 793 Refer Cairots 1670, ‘Ke 18, 10 aam. and my 
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176, ne » 10 poem. 
Acting Fortign Minister has referred question to 
this Iggetion and to British Iegation since both Iegations 
ape Smberested in Saudi finance and supply. He would like 
to have comment of United States and British Governments on 
both: plans and wishes to know if there are any objections. 
He has not asked assistance on first plan but —" 
would have 


Lee) | 
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“R- #206, July 15, 5 pems, from Jidda. 


& 


— woul’ have dome so hed he not been discouraged therefrome 
. d&E cree setting up the xen plan has been drafted 


MOOSE 
WWF WSB 
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: PARAPHRASE OF TELEGRAM RECEIVED “~~Y“? 
FROM: American Legation, Jidda, & 4 
TO: Secretary of State, Washington. FEL. -tlo~,, 
DATED: July 15, 1044, Hey, a 
SECRET 


The following is with reference to message of June 18 from 
Cairo, Number 1670, 

Saudd Government, in order to correct the local rate for 
foreign exchange, which is unfavorable, has made two suggestions: 
(1) For current sale to importers at the official rate, borrow 
foreign exchange and repay this loan from the 1944 pilgrimage 
foreign exchange proceeds; or (2) Upon the condition that the 
exporter would undertake to import a counter value in approved 
merci andise within a certain designated time, allow the export 
of gold from Arabia. 


thei -2f 1S\S'A0b% 


Since both the British Legation and this Legation are inter-~ 
ested in Saudi supply and finance, the question has been referred 
to them by the Acting Foreign Minister, The comments of the 
British Government and the Government of the United States on 
both plans are desired by him; and if there are any objections 
he would like to know them, Assistance on the first plan has 
not been pequested by him, but if he had not been discouraged 
from seeking it he probably would have asked for it. 


As to the second plan 
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As to the second plan, a decree setting it up has not yet 


been issued although 1t has been drafted. . 


MOOSE. 
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TEL. 206, FROM SAUD: ARABIA. - 
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5 1944 OPERATIONS DIVISION) errr etter se eeee 





2 1 ee nov? WASHINGTON 25, D. C. Date i a aaa 


(21 Now 44) _) 22 November 1944 


THE DEPARTMENT OF STATEs 


Initials 
WE 
Cet 
Attention: Mr. Robert Dudley 


Longyear, greet shai 
Acting Assistant Chief, Division of" f be b %~ 
A 


i 
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Foreign Activity Correlation Liaison, 1944 
War~-Navy. +? f ate a, ) 
« ch 


.. | or S 
Subject sz Provision by USAFIME For Guards in RT MENT OF @ 
Connection With Riyals to Saudi Arabia. 


This is in further reference to your Memorandum of 14 November 
and our reply dated 17 November 1944 on the above subject. 


' We have now received a message from General Giles, Commanding 

“General, United States Army Forces in the Middle East, stating that 
five million of the silver riyals were safely delivered to the Saudi 
Arabian Government and that arrangements will be coordinated with 
the American Economic Mission in the Middle East for safeguarding 
the other six million riyals. 


General Giles recommends that the balance of the twenty million 
riyals, nine million riyals, should be shipped on a Persian Gulf 
(4 Command vessel for discharge at the Persian Gulf Command port for 
\ . || trans-shipment to Ras Tamure or else that these nine million riyals 
Ne should be shipped direct to Ras Tanura or Bahrein from this country. 
Will you please inform the War Department when these nine million 
riyals are being shipped and the port of destination in order that 
we may so inform General Giles. 
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CROSS-REFERENCE FILE 


NOTE 


SUBJECT #inancial aivice to King Abdul Aziz. 


Desires tint American financial advice should nrevail 


over °ritish. 


For the original paper from which reference is taken 
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